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A Proposed Framework for Developing the External Auditor's
Role in Light of Companies' Use of Digital Transformation
Methods to Improve Audit Quality

Abstract:

Objective: This research aims to develop and test a comprehensive framework
to enhance the role of the external auditor, thereby improving audit quality
in a rapidly evolving digital business environment. The study's significance
stems from the growing gap between corporate digital advancement and
the auditing profession's ability to keep pace, which threatens the relevance
and reliability of assurance services.

Design/Methodology: The study employed a dual scientific methodology. A
comprehensive literature review was conducted to examine prior research
findings and identify the research gap. Subsequently, a theoretical
framework linking the adoption of digital transformation methods to the
development of the external auditor's role and audit quality was developed.
Following this, a mixed-methods study combining qualitative and
quantitative analysis was implemented to test the proposed framework. The
first phase involved a digital pilot study with a sample of experts to explore
the problem's dimensions. Based on its results, a validated questionnaire
encompassing four main themes (extent of digital transformation adoption
in companies, external auditor readiness for digital transformation, impact
of digital transformation on auditor role development, and impact of role
development on audit quality) was designed and distributed in the second
phase to a field sample of 96 practicing external auditors in the Egyptian
environment. They were divided into experimental and control groups to
measure the impact of using digital methods on the auditor's role and audit
quality. Data was collected using this validated questionnaire. Structural
Equation Modeling (SEM) was used to test the causal relationships
between the variables of the proposed framework.

Results/Recommendations: The study validated the proposed framework,
revealing statistically significant differences between the two groups across
all four themes in favor of the experimental group. This confirms the
positive and significant impact of corporate adoption of digital
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transformation methods (such as Artificial Intelligence and Big Data
analytics) on the necessity to develop the external auditor's role (through
adopting continuous auditing and acquiring new skills). In turn, this
development positively and significantly impacts audit quality (in terms of
efficiency, reliability of evidence, and fraud detection capability). The
experimental study also showed that using methods like blockchain
enhances this positive effect

Originality/Value: This study is the first to investigate the mediating effect of
developing the external auditor's role on the relationship between corporate
adoption of digital transformation methods and audit quality, specifically
within the Egyptian business environment. By building a framework that
serves as a roadmap for professionals, regulators, and academics in Egypt,
it goes beyond replicating known concepts to offer a practical and
systematic solution.

Keywords: Digital Transformation, External Auditing, Audit Quality, Auditor
Digital Skills.
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